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IMPACT OF FEDERAL BUDGET PROPOSALS ON
OLDER AMERICANS

FRIDAY, APRIL 10, 1981

TT oo - - U.S. SENATE, -
SpEciaL. COMMITTEE ON AGING,
Philadelphia, Pa.

The committee met, pursuant to notice, at 9:35 a.m., in the
auditorium, JYC Building, 401 South Broad Street, Philadelphia,
Pa., Hon. John Heinz, chairman, presiding.

Present: Senator Heinz.

Also present: John C. Rother, staff director and chief counsel; E.
Bentley Lipscomb, minority staff director; Michael Rodgers and
Joseph P. Lydon, professional staff members; and Eugene R. Cum-
mings, printing assistant.

OPENING STATEMENT BY SENATOR JOHN HEINZ, CHAIRMAN

Senator HEeiNz. Ladies and gentlemen, good morning. I am
pleased to be here with you in Philadelphia. We are pleased to
have this hearing of the Senate Special Committee on Aging. We
are pleased to have your help in examining the impact of the
administration’s budget proposals for fiscal year 1982, and how
those budget proposals will affect older Americans. Because the
Special Committee on Aging has a mandate to study matters of
concern to the elderly, we all feel a responsibility to assess the
impact of these budget reductions and these budget proposals in
ogreat detail to see exactly how they are going to affect our senior
citizens. '

We know that controlling inflation has become and is a national
priority, but we also must insure that steps that are being taken to
do this will not threaten the so-called safety net of programs which
keep our older persons reasonably independent and protect their
relative well-being.

Today, as I suspect all of you know, in Government we are being
challenged as never before to make very far-reaching policy deci-
sions. The public perception is that the health of our Nation’s
economic and social structure has been deteriorating for too long
and there is a mood that is very strongly supportive of change.

While we hear our country’s call to limit Government spending,
to reduce taxes, to reexamine our priorities, the fact is that various
citizen groups continue to press both to maintain current policy
commitments and to expand program support even as spiraling
inﬂ;tion continues to erode some of the progress we thought we had
made.

We are here in Philadelphia today because this committee is
vitally interested in understanding State and local perspectives on
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the impact of the proposed budget on the elderly. The committee is
moving in a comprehensive fashion to analyze the administration’s
proposals and to formulate recommendations to be submitted to the
appropriate Senate policy and appropriations committees as they
develop their budget through the reconciliation process over the
next few weeks.

I might add that this committee has held two previous hearings
in Washington, D.C., on these budget issues. This is our third
hearing. Testimony has come, to date, from both the administra-
tion, from outside experts, from national representatives of the
elderly, and various organizations.

The first of the two hearings addressed the issue of income
security, including social security, food stamps, and low-income
energy assistance. The second hearing focused on issues related to
health and social services, including an examination of medicare,
medicaid, title XX, and other block grant programs proposed.

The testimony that we received at both of these hearings pro-
vided the committee with some very valuable insights into some
potential difficulties that the elderly might experience and which
might be created by the budget reductions and benefit changes as
proposed.

Today, we are here in Philadelphia to hear directly from organi-
zations and service providers in the field, or directly affected by the
proposed budget cuts and, most importantly, those individuals rep-
resenting senior citizens and their organizations.

We want to explore whether the efforts to limit or reduce spend-
ing, or reduce the growth of spending will alter current priorities
and benefits. Specifically, we want to hear from our witnesses
today the particular consequences that they see in this city, in
their block, in their community, in their home, the consequences of
the proposed budget. :

From those who will be here representing providers, in particu-
lar, we want to know what they would be required to do in the way
of shifting priorities, or focusing services, or targeting populations
if the administration’s proposals were adopted.

Further, we want to hear the specific alternative proposals that
could achieve similar expenditure reductions rather than going
along with what the administration has proposed.

And, finally, we want to examine and fully understand how the
entire proposals as a whole interact, how the budget affects, taken
as the sum of its part, our elderly and particularly our low-income
elderly.

I look forward to the testimony being presented today and I
appreciate the attendance at this hearing, and I would expect
nothing less from the people of Philadelphia, the members of the
Action Alliance, the tremendous attendance of so many concerned
citizens.

Before we hear from our first witness, I would like to take a
moment to make two additional comments. First of all, I would like
to extend, on behalf of the entire Special Committee on Aging, our
gratitude and appreciation to Bernard Marx and his staff here at
the Jewish Y Center of Greater Philadelphia for allowing the com-
mittee to use this very fine facility.
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Let me tell you, it has been renovated since you and I were last
ogether in this room. It looks wonderful. The logistics that go into
scheduling a field .hearing like this are substantial and we have
1ad a wonderful degree of local cooperation from just everybody.

And for all the work and effort demonstrated by the personnel at
he JYC in making this hearing possible, I express the sincere
hanks of our committee.

The second concern I would like to relate is the question of
format. We are a special committee. We are not authorized by the
Congress to actually report, to issue legislation. It is our job to
>onduct continuing oversight, continuing inquiry, into the problems
and needs of the aging.

That is what we are seeking to do here. Qur job, as we see it, is
o educate, persuade, and help the standing committees to do the
right thing as they proceed with their legislation and budget con-
siderations, particularly that we want them to do the right thing as
it affects the elderly.

This field hearing, I believe, will be a very valuable opportunity
to gather some very good advice, some good input so that we can go
back to Washington and say that we have talked not just to experts
in Washington—and it is important to have experts—but we have
talked to the people who are literally on the firing line.

And that is who we will be hearing from today. We have had, I
might add, a great deal of difficulty selecting from all the many
people who want to testify and all the witnesses that would like to
be a part, and could be a very valuable part, of this hearing.

Because of time constraints, we can only accommodate so many
people, but I do want to assure anybody that if they have a state-
ment, or comment, they want to make that we will accept it and
put it in the record of this committee. We may not have time for
any formal statements from the floor. If we do have time, we will
take them. If we don’t, my staff will work with you to put your
comments and statements in the record and, indeed, we have pre-
pared a format which was distributed prior to the hearing, this
yellow piece of paper, which I see a few of you have.

I encourage you to express your views and concerns on this piece
of paper, front and back if you want, if you have a lot to say, and
add some more pieces of paper to it if you want.

I assure you that we will take the opportunity to review your
comments and they will be included in our deliberations. [Ap-
plause.] ‘

Our first witness is Hon. Joseph Loeper, secretary of the major-
ity caucus, Pennsylvania State Senate, vice chairman, senate com-
mittee on aging and youth.

Joe, we welcome you to the committee. [Applause.]

STATEMENT OF HON. F. JOSEPH LOEPER, DREXEL HILL, PA.,
SECRETARY OF MAJORITY CAUCUS, PENNSYLVANIA STATE
SENATE, VICE CHAIRMAN, SENATE COMMITTEE ON AGING
AND YOUTH, ACCOMPANIED BY SAMUEL ROSEN

Senator LoEPER. Thank you, Senator.

I understand, Senator, that we have a red light-green light
system here, so we are certainly going to try to stay within our
time constraints.
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Senator Heinz, assembled guests and friends, welcome to Penn
sylvania. We appreciate the concern which you show by convening
this field hearing to receive testimony concerning the potentia
impact of the administration’s budget proposals.

As you are aware, my own personal commitment to services t¢
older people is a longstanding one and I am pleased to present tc
you my perspective on that aspect of the Federal budget.

Having been involved in services to the aging for some year:
now, I have personally experienced the very special commitmen
that this Commonwealth has made to its elderly. Pennsylvania’s
network of aging services has long served as the model for develop
ment of community-based services across the country.

Whatever the impact of the Federal budget may be, the commit
ment of Pennsylvania to adequately serve its elderly will nof
lessen. The creation, less than 2 years ago, of a cabinet level
department on aging here in Pennsylvania is the most visible
symbol of that commitment.

It is our expectation that it will continue to be expressed through
substantial support of that aging network and the expansion of
certain statutory responsibilities for those least able to advocate on
their own behalf.

President Reagan’s comprehensive economic plan, in general, is a
well-reasoned and strong statement of the need to reduce spending,
reduce taxes and act to streamline the regulatory burdens which
are felt by providers of service from the senior citizens’ center tc
the aerospace industry.

Elimination of waste by the removal of levels of administration,
whose major function has been the maintenance of that regulatory
bureaucracy, is a direction that I personally applaud.

In addition, any efforts that are expanded to root out fraud and
corruption, whether it be in the bureaucracy, by providers of serv-
ice, or by the consumer of those services, is an important direction
to take.

I must express concern, however, about the difficulty of the task
which is assigned to those coming to testify before you here today.
Assessing the impact of any particular approach, whether it be a
budget cut, a regulatory change, or consolidation into a grant, is
very difficult because of the sparsity of information and often
contradictory information available to the public.

As is always the case, and as I well understand from my own
experience here in Pennsylvania as a member of the appropri-
ations committee, there never seems to be enough time to carefully
review every line of every budget proposal, and it is not always
possible to accurately assess the impact of each such proposal.

Returning control of human services programs to the States is a
tangible sign of the commitment which this administration has to
return the Federal Government to its basic constitutional responsi-
bilities.

The creation of broad block grant programs is probably the most
significant step in that direction. However, it must also be recog-
nized that at least some portion of the savings which have been
envisioned by the President are merely savings to the Federal
budget.



Unless there is forthcoming substantial relief from the maze of
"ederal regulations in many of these programs, the cost will
emain the same but simply be shifted to the State and local
rovernments.

I serve as senator in a State which has made substantial commit-
nent to human services while at the same time suffering substantial
conomic losses through migration to the Sun Belt.

I would suggest, therefore, that consideration be given to ways in
vhich the transition to consolidated block grants and their smaller
otal dollars may be eased. I would urge you and your colleagues to
onsider swift enactment of grant reform legislation such as the
"ederal Assistance Improvement Act sponsored by Senator Roth of
he State of Delaware. '

Though I am not familiar with all the details of that proposal, it
vould be my wish there would be clear and concise principles which
vould require simplification of the process of spending and relief
Tom excessive regulation.

It would appear to me that one of the ways in which Congress
an help to insure that at least some portion of the savings to the
"ederal budget are realized as savings to the States as well, would
)e to set a cap on administrative cost in the creation of each of
hese block grant programs.

Such a move would be a sign to the States that it is expected
hey will act with the same concern for cost effectiveness as the
Jongress has demonstrated. Though it would likely be more of a
hilosophical statement than a typical statutory detail, it may be
ippropriate to create a system of incentives for reducing adminis-
rative costs and increasing the actual level of service to consum-
TS,

Government at the State and local levels should be rewarded for
inding creative ways in which to cut costs while maintaining
icceptable levels of service delivery. In our own State, I have no
loubt that if a major effort at paperwork consolidation were to be
nade in our executive departments millions of dollars could be
ealized in savings each year.

The encouragement of common application forms, efficient com-
yuterization, the implementation of generally sound fiscal practice,
vould appropriately be part of the language- of grant reform legis-
ation.

The second concern which I have about the consolidation in the
lock grants of presently categorical programs has to do with a
1eed v(\irhich is difficult to express but one which ought to be ad-
Iressed.

It is my view that what is important in this process is that we
naintain some guarantee that those most in need are those who
ire appropriately served. I am concerned that the creation of these
lock grant programs and their associated reduction in total availa-
le funds has the potential for creating competition among needy
ITOUPS.

By throwing together diverse categorical programs, the competi-
ion is inevitable. An example of this problem in Pennsylvania
nay be enlightening for you. As 1 mentioned earlier, our most
risible symbol of Pennsylvania’s commitment to its elderly citizens
s the department on aging. Act 70, which created the department,

85-4u41 0 - 82 - 2
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guaranteed that a significant percentage, some 14 percent, of feder
ally appropriated title XX Social Security Act funds would be
transferred from the department of public welfare to the depart
ment of aging for administration of its programs for older people

However, the General Assembly of Pennsylvania only provided
that guarantee for 1 more year. When the consolidation of 12
programs into the social services block grant and the resulting 2%
percent cut in funds is considered, our programs for older people
could very simply be in serious financial trouble.

One proposal which I hope would receive some consideration in
the Congress would be a hold-harmless provision that would allow
a transition period for the States to make careful adjustments in
the level of support for programs.

For instance, all those categorical programs which would be
consolidated under the social services rubric would be guaranteed a
proportion of the funds available equivalent to the proportion of
funds previously available to them.

I would like to now spend just a few moments looking at a few of
the specific budget cuts and their potential impact on the elderly.

Health services. Before a decision is made with regard to the
elimination of health planning, I hope that consideration is given
to the savings which have been generated by the health system
agencies.

Medical care. The elderly constitute only 16 percent of the medic-
aid beneficiaries but account for a substantial portion of the total
cost.

And, last, social security. It is with regard to social security
benefits that the most controversy is likely to ensue. Whether or
. not it is considered by some to be the Government’s welfare pro-
gram for the elderly, blind, and disabled, SSI is the appropriate
program to pick up the slack in providing for those deprived of
social security minimum benefit payment.

I would support such efforts to help restore the solvency to those
trust funds.

Finally, I would like to once again thank you for the opportunity
to testify before this committee. I do not envy any of you the
responsibility which you have in debating the merits of each of
these budget proposals.

I would only caution that each cap imposed or reduction made
does affect people and your decision should be made with an eye to
increasing flexibility, reducing the regulatory burdens, and encour-
aging the limitation of administrative costs. This process would
allow those who serve our elderly to do so with minimal disruption.

Thank you, Senator. [Applause.]

Senator HEINZ. Senator Loeper, thank you for an excellent state-
ment. )

I think the record should show that Senator Loeper addressed a
good many more issues in his prepared testimony. He summarized
his testimony and we want to put his entire testimony, which deals
also with food stamp problems and a variety of other issues into
the record.! '

I commend it to you and those of you who checked this yellow
sheet down in the appropriate box will get a copy of the entire

! See page 330.
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hearing record and you will be able to see all the things that
Senator Loeper actually said to the committee even though you
didn’t hear them.

Senator Loeper, one of the items that has received a lot of
comment and is of great concern to me is the medicaid cap. You
indicate in your statement, and you are quite correct, that al-
though the elderly represent a relatively small proportion of the
people served under medicaid, the fact is that medicaid, because it
pays for nursing home care, about 40 percent of medicaid goes to
help senior citizens in terms of the money that is spent.

My concern is that capping medicaid will fall rather heavily on
senior citizens. One of the things that States might do if we en-
acted a cap on the medicaid program is they might decide to lower
reimbursement rates to providers, to physicians, for example.

If a cap was imposed on medicaid and if Pennsylvania chose to
lower reimbursement rates under medicaid in order to save money,
what impact do you think this might have on what many of us
consider an already low participation rate of physicians in the
medicaid program?

Senator LoepEr. Senator, I would just like to point out a statistic
that I think is interesting and germane to the problem, and that is,
since 1975, the number of beneficiaries has remained fairly consist-
ent and income eligibility levels have not risen substantially.

Yet, since 1974, the cost for the program has increased from $9.7
to $21 billion. It is very important, I think, that we take a look at
that, that we have not really expanded the benefits. We have not
increased the number of beneficiaries, yet the cost has grown
almost 250 percent in those 6 years.

The problem is not necessarily the cost of medicaid but I believe
it is the cost of health care as a whole and the problem is how we
can try and control some of the costs of health care per se.

Senator HEINz. Last week, Senator Packwood of Oregon, Senator
Bradley of New Jersey, and I introduced a bill to create a demon-
stration program in 10 States by creating in 4 of those 10 States
what in effect would be a new title XXI of the Social Security Act.

The legislation under title XXI would seek to address what we
believe to be is a very serious problem, namely the inability of our
present health care system to properly serve the specific health
needs of the elderly and, in failing to do so brings about the
inappropriate and unnecessary institutionalization of many elderly.

What our legislation would do would be to combine all the exist-
ing noninstitutional services that are presently provided under
medicare, medicaid, title XX, and other similar federally funded
programs into one single title, this new title XXIL

We would entitle any person over age 65, anyone disabled and
qualifying for disability benefits, or medicaid, to an array of serv-
ices which might include intermittent nursing care, physical,
speech, or occupational therapy, homemaker-home health aid serv-
ices, adult day care services, respite services, home health services,
case coordination.

We would require the establishment of a preadmission screening
and assessment team, a PAC team as we call it, to determine what
kinds of services an individual senior citizen or client would receive
and to develop a specific plan of care for each individual.
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We would then, as part of the demonstration program, test a
variety of financial ways of handling it. We would test a copayment
system. We would require no copayment for the lowest income,
however. We would test a variety of other approaches, including
fee schedule reimbursement, capitation favored reimbursement and
prospective reimbursement.

Do you believe that establishing such a program, particularly
through a demonstration as we propose to establish its cost effec-
tiveness, which we believe in, would help address some of the
problems that you singled out a minute ago?

Senator LoEPER. Very definitely, Senator. In fact, I think unfor-
tunately what has happened with many of our elderly today, they
have to make the decision: Do I heat? Do I eat? Do I go to the
doctor, or fill my prescriptions?

I think that when these difficult choices are facing these folks
that we must have programs that address those needs. But I em-
phasize again, they must be cost effective. I think that sounds like
a very feasible idea and we would certainly be interested in track-
ing its progress.

Senator HEINz. One of the programs that many of us in the
northeastern United States feel has been literally enabled many
senior citizens to survive on is the low-income energy assistance
program, which is administered by the States.

I didn’t note that you singled that out particularly. Do you have
any comments that you would care to make about the low-income
energy assistance program?

Senator LoepER. We found in Pennsylvania, sir, that has been a
tremendous assistance. However, one thing that our committee has
determined is that there does seem to be some problems as far as
getting those funds channeled through the State down to the local
level, and we have heard in response many fuel oil dealers and
folks of that nature that are having difficulty in receiving prompt
payment for those services provided.

However, I think that is a logistical problem on the State level
and I know one which we are addressing.

Senator HEINz. Is there anything that the Federal Government
is doing to make your life more difficult besides collecting taxes in
a few days—in this program? I don’t want to invite you to make a
2-hour address. In the low-income energy assistance program, Joe.

Senator LoEPER. I will be careful. The red light will go on again.

I think that the assistance that has been provided on the Federal
level to the States has been quite compatible and is certainly
addressing a need that we are not able to address here in the
Commonwealth.

Senator HEINz. I can't resist observing, and I think some of you
were there, I had a meeting with a group of senior citizens back in
June or July of 1979, out near Harrisburg. I see somebody down
there nodding their head. At that time, I had become a new
member of the Senate Finance Committee and we were about to
consider—indeed, we were gearing up to consider the windfall prof-
its tax on the oil companies.

As you know, there was a great deal of sentiment, which we
subscribed to, that as part and parcel of President Carter’s move to
decontrol the price of oil, that we had to take care of poor people
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who just couldn’t raise their incomes as fast as the oil companies
were going to raise their price if we decontrolled.

So we dedicated a portion of the windfall profits tax, or so we
thought, one-quarter of it, to low-income energy assistance. We
were supposed to dedicate $3.5 billion a year to low-income energy
assistance. When I was in Harrisburg, it was about 98 degrees in
the shade, and I had come up there to seek comments on this low-
income energy assistance program for the dead of winter.

I remember people saying, “‘Senator, why are you talking about
energy assistance programs for heating in the middle of the
summer?”’ As a result, nonetheless, of people’s forebearance under
very steamy and hot conditions, I received a lot of very good
comments and many of the suggestions that I received we did, in
fact, incorporate into the Finance Committee’s authorization for
the existing low-income energy assistance program, including a
very good deal of flexibility to be given to the States.

As I think most people realize—this is something Joe Loeper
touched upon. I want to ask him about it—the basic problem in
almost every State, except Pennsylvania, as far as we can deter-
mine from the hearings we had—we had a hearing yesterday of
this committee on low-income energy assistance and the weatheri-
zation programs—is that in block grant programs, and the existing
energy assistance program is a block grant program for all intents
and purposes, it is very easy for a State to find the people who are
poor, the people who are eligible for food stamps, who
are receiving food stamps I should say, the people who are on SSI,
the people who are on AFDC, and send help only to them.

If you do that you leave out at least 40 percent of the elderly
poor because 40 percent, in some cases as high as 60 percent, of the
elderly poor are not on food stamps, are not on AFDC, are not on
SSI—and it requires a very determined effort, using outreach, by a
State. [Applause.]

And we should be proud of our State that it had the capability to
do this. I think Gorham Black deserves a good deal of credit,
frankly, for doing this. Our State apparently leads all other States.
We don’t claim to be perfect, but one of the things that was in the
legislation was a requirement that the non-AFDC, food stamp, SSI
poor elderly be served.

Yet, most States, despite that requirement, haven’t been able to
meet it. Have you got any suggestions for us, Senator Loeper, on
how, even with our existing program, let alone what most people
would consider freer block grant programs, we can encourage
States to better address this problem?

Senator LoEPER. Senator, it is my understanding that Pennsylva-
nia has one of the highest percentages of participants in that
energy assistance program and people that are not necessarily
recipients of the programs that you mentioned earlier.

I believe one reason for that, as you did state, was the excellent
job that I think the department has done in the past 2 years,
particularly in publicizing these programs. I think that the key
many times, and particularly in central and rural Pennsylvania, is
publicizing the programs and getting the programs to the people.

This seems to be, as far as I am concerned, one of the major
stumbling blocks. I think that our area agencies on aging have
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tried, through their center programs and through the services that
they offer at that level to promote these programs.

But I think it turns out to be we have got to do a better public
relations job as far as these programs are concerned.

Senator HEiNz. Do you believe that there are any specific man-
dates that we should include in block grants that will get States
that so far haven'’t been quite as responsive as Pennsylvania to pay
more attention?

Senator LoepER. The one concern I expressed in my testimony,
and I still do as far as the block grant program is concerned, is
that I think the block grant program legislation should have a
hold-harmless clause within it so that we don’t find in each of the
States competition among all various program providers for that
block grant dollar.

I thought that possibly if we could see that provision last for a
period of maybe 3 years, then at that time we may determine how
effective the block grants have been and also restructure priorities
as far as programs in each State.

Senator HEiNz. Senator Loeper, you have done an excellent job
of giving us some insight from the State point of view as a State
legislator, somebody who helps shape policy at the State level.

We thank you very much for being here and we wish you every
bit of good luck in your work as vice chairman of the Aging and
Youth Committee of the Senate of Pennsylvania.

Senator Loeper. Thank you, Senator. [Applause.]

[The prepared statement of Senator Loeper follows:]

PREPARED STATEMENT OF F. JosEPH LOEPER

Honorable Senators, assembled guests and friends, welcome to Pennsylvania. We
appreciate the concern which you show by convening this field hearing to
receive testimony concerning the potential impact of the administration’s budget
proposals. As you are aware, my own personal commitment to services to older
people is a longstanding one, and I am pleased to present you with my perspective
on that aspect of the Federal budget.

Having been involved in services to the aging for some years now, I have person-
ally experienced the very special commitment that this Commonwealth has made to
its elderly. Pennsylvania’s network of aging services has long served as the model
for development of community-based services across the country. Whatever the
impact of the Federal budget may be, the commitment of Pennsylvania to adequate-
ly serve its elderly will not lessen. The creation less than 2 years ago of a cabinet
level department on aging here in Pennsylvania is the most visible symbol of that
commitment. It is our expectation that it will continue to be expressed through
substantial support of that aging network and the expansion of certain statutory
responsibilities for the those least able to advocate in their own behalf.

President Reagan’s comprehensive economic plan is, in general, a well-reasoned
and strong statement of the need to reduce spending, reduce taxes, and act to
streamline the regulatory burdens which are felt by providers of service from the
senior citizen center to the areospace industry. Elimination of waste by the removal
of levels of administration whose major function has been the maintenance of that
regulatory bureaucracy is a direction I applaud. In addition, any efforts that are
expended concomitantly to root out fraud and corruption, whether it be in the
bureaucracy by providers of service or by the consumers of those services, is an
important direction to take.

I must express concern however about the difficulty of the task which is assigned
to those coming to testify before you today. Assessing the impact of any particular
approach, whether it be a budget cut, a regulatory change, or consolidation into a
grant, is very difficult because of the sparsity of information, and often contradic-
tory information available to the public. As is always the case, as I well understand
from my own experience here in Pennsylvania as a member of the Appropriations
Committee, there never seems to be enough time to carefully review every line of
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every budget proposal and it is not always possible to accurately assess the impact
of such proposals.

Returning control of human services programs to the States is a tangible sign of
the commitment which this administration has, to return the Federal Government to
its basic constitutional responsibilities. The creation of broad block grant programs
is probably the most significant step in that direction. However, it must also be
recognized that at least some portion of the savings which have been envisioned by
the President are merely savings to the Federal budget. Unless there is forthcoming
substantial relief from the maze of Federal regulations in many of these programs,
the costs will remain the same, but simply be shifted to the State and local
governments. I serve as senator in a State which has made substantial commitment
to human services, while at the same time suffering substantial economic losses
through migration to the Sun Belt. | would suggest, therefore, that consideration be
given to ways in which the transition to consolidated block grants and their smaller
total dollars, may_be eased. I would urge you and your colleagues to consider swift
enactment of grant reform legislation such as the Federal Assistance Improvement
Act sponsored by Senator Roth of Delaware. Though I am not familiar with all the
details of that proposal, it would be my wish that there would be clear and concise
principles, which would require simplification of the process of spending, and relief
from excessive regulation.

It would appear to me that one of the ways in which the Congress can help to
insure that at least some portion of the savings to the Federal budget are realized as
savings to the States as well, would be to set a cap on administrative costs in the
creation of each of the block grant programs. Such a move would be a sign to the
States that it is expected they will act with the same concern for cost effectiveness as
the Congress. Though it would likely be more a philosophical statement than a
typical statutory detail, it may be appropriate to create a system of incentives for
reducing administrative costs and increasing the actual level of service to consum-
ers. Government at the State and local levels should be rewarded for finding cre-
ative ways in which to cut costs while maintaining acceptable levels of service
delivery. In our own State, I have no doubt that if a major effort at paperwork
consolidation were to be made in our executive departments, millions of dollars
could be realized in savings each year. The encouragement of common application
forms, efficient computerization, and the implementation of generally sound fiscal
practice would appropriately be part of the language of grant reform legislation.

The second concern which I have about the consolidation into block grants of
presently categorical programs has to do with a need which is difficult to express,
but one which ought to be addressed. It is my view that what is important in this
process is that we maintain some guarantee that those most in need are those who
are appropriately served. I am concerned that the creation of these block grant
programs and their associated reduction in total available funds has the potential
for creating competition among needy groups. By throwing together diverse categor-
ical programs the competition is inevitable. An example of this problem in Pennsyl-
vania may be enlightening for you. As I mentioned earlier, our most visible symbol
of Pennsylvania’s commitment to its elderly citizens is the department on aging. Act
70, which created the department, guaranteed that a significant percentage, some 14
percent, of federally appropriated title XX Social Security Act funds would be
transferred from the department of public welfare to the department of aging for
administration of its programs for older people. However, the General Assembly of
Pennsylvania only provided that guarantee for 1 more year. When the consolidation
of 12 programs into the social services block grant and the resulting 25 percent cut
in funds is considered, our programs for older people could very simply be in serious
financial trouble.

Allow me to explain. In Pennsylvania we have actively promoted the creation of a
community-based network of services for older people which draws on a large
variety of funding sources. Funds from different sources have been commingled in
agency budgets so that each dollar could go its furthest in providing service. Funds
from the Older Americans Act, title XX Social Security Act, agricultural commod-
ities, ACTION, Community Services Administration, as well as local government
and private funding, all have been woven in an intricate pattern of funding for our
senior citizen services. If, in competition with other deserving groups, there is a
significant drop in title XX funds appropriated to services for older people, there
would in turn be a significant drain on Older Americans Act funds. Title XX funds
have been traditionally used to serve those most in need, which also has meant the
funding of the most expensive services, which have been-subject to the greatest
inflationary pressures. Qur title XX income-eligible program participants tend to be
those in need of services such as transportation and home care and one need only to
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glance at the gas pump to understand the inflationary spiral in which these services
have been caught.

It would seem appropriate that some recognition be given to the fact that consoli-
dation into block grants and reduction of resources can have an as-yet-undetermined
impact on programs at the local level. In response to the potential problem, it would
appear that either some targeting of block grant funds be made by the use of
appropriate language or flexibility of the highest order be left to the States to spend
their money appropriately. In either case serious consideration should be given to
tshe language of purpose and intention when transmitting these funds to the various

tates.

One proposal which I hope would receive some consideration in the Congress
would be a hold-harmless provision that would allow a transition period for the
States to make careful adjustments in the level of support for programs. For
instance, all those categorical programs which would be consolidated under the
social services rubric would be guaranteed a proportion of the funds available
equivalent to the proportion of funds previously available to them. Such a provision
would initially eliminate the competition among human service programs for what
they are likely to perceive as seriously diminished resources. That hold-harmless
provision could have a reasonable time limit, such as 3 years, which surely would
allow both the Congress and the States to carefully assess the impact of budget cuts.

In Pennsylvania, such a provision would at least reduce the drain on Older
Americans Act funds in order to allow for the development of alternatives that
would be more cost efficient. I believe that in Pennsylvania, because of the mixing
of varied funding streams in the aging systems network, the proposed budget cuts
will require more than simply a reduction in services but a massive rethinking of
the whole structure of that network. It is simply not realistic to expect that process
to occur in an effective way in only a matter of months.

As to the consolidation of titles in the Older Americans Act, I wholeheartedly
endorse that concept. There is good reason to consolidate titles III-B and III-C
programs as, in practice, separating nutrition and social service programs promotes
an 1solation of those functions, when all efforts should be made to integrate them. I
am assuming that such efforts will then require that area agency on aging pro-
grams be combined with nutrition programs, an arrangement which Pennsylvania
has pioneered, as it did the creative use of varied funding sources. I would hope that
consideration will also be given in this regard to careful examination of the regula-
tions which were only recently promulgated pursuant to the 1978 Older Americans
Act Amendments. Without such consideration, the reduction of funds actually avail-
able to State and local aging units will be of greater impact. With concurrent
reductions in other funding, the need to rethink priorities and restructure programs
will be hampered if the same regulations are in place.

It is clear that a reduction in funds of some $33 million in title III Older
Americans Act funds will have to have some impact on the delivery of services to
those most in need. However, when it is considered that the increased funds had
only been targeted for nutrition in the Carter budget, then it is also clear that the
reduction can be absorbed with less discomfort. To aid in this transition to reduced
funds however, it will be helpful to encourage the greatest flexibility in the use of
those dollars. I hope that whatever provisions are finally adopted in the regard will
guarantee that such flexibility is maintained down at the triple A level, not only at
the State level. It is at the local level that needs are most accurately identified, and
met. In a State like Pennsylvania, with a geographic and demographic mix that
includes mountains and rolling farmland, asphalt ribbons and coal mines, skyscrap-
ers and stables, the needs of our citizens cannot be lumped together in one broad
sweep of the regulatory pen.

I would like to now spend just a few moments looking at a few of the specific
budget cuts and their potential impact on the elderly.

1. HEALTH SERVICES

Before a decision is made with regard to elimination of health planning, I hope
that consideration is given to the savings which have been generated by the health
systems agencies. In our own region, HSA of southeastern Pennsylvania in 1980
eliminated some 20 percent of proposed capital expenditures and thereby saved one-
quarter of a billion dollars in depreciation which would have been paid on those
expenditures. That is equivalent to a savings of $150 million dollars in medicaid and
medicare reimbursement. I recognize that the record for HSA’s across the country,
even within our own State, are spotty at best. However, until an effective competi-
tive system for health care financing is developed, I would support the retention of
the health planning agencies. )
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2. MEDICAL CARE

The elderly constitute only 16 percent of the medicaid beneficiaries, but account
for a substantial portion of tf;e total cost. Though reports differ on the proportion, it
would appear that it is about 40 percent. This includes payment of about 50 percent
of the total cost of nursing home care in this country. It is important to note that
t}f}% gnajority of those elderly eligible for medicaid are widowed women over the age
of 75. .

Since 1975, the humber of beneficiaries has remained fairly constant, and income
eligibility levels have not risen substantially. Yet since 1974, the costs for the
program have increased astronomically, from $9.7 to $21 billion. It is very important
to restate those thoughts. We have not expanded benefits, nor increased the number
of beneficiaries, yet the cost has grown almost 250 percent in those 6 years.

The problem is not the cost of medicaid, it is the cost of health care. Putting a cap
on medicaid can only reduce the services offered, or require substantial copayments
for. services. For the elderly who are in need of health care services we merely
intensify the difficult decisions about household and personal expenses. “Do.1 heat, .
do I eat, or do I go to the doctor, and get my prescriptions filled?”’

I hope that more consideration is given to this whole area. I would recommend
that in the medicaid program, while there is a need for increased flexibility to the
States, it is necessary to target the cuts so that those most dependent are not hurt.
In addition, fraud and mismanagement in the program must be targeted for the
most vigorous investigatory and enforcement program imaginable.

The consumers of medicaid services are not those perpetrating fraud or causing
mismanagement. At the very least, there must be initiation or complicity on the
part of the provider. The administration’s own example of the Chicago dentist who
collected $100,000 in medicaid payments for services not rendered is a perfect
example. At least some portion of the inflationary increase in medicaid costs could
be saved by vigorous prosecution of such criminal abuse of the program. I believe
the administration’s estimate of corruption costing $656 million per year is on the
low side, and in Pennsylvania we are embarking on such a program of prosecution.

3. FOOD STAMPS

The food stamp program should suffer serious reductions in funding levels. How-
ever, raising the income eligibility levels is not necessarily the most judicious
approach. The elderly, whose sole source of income is social security, would likely be
ineligible for any further assistance. The average couple would be above the 130-
percent-of-the-poverty-level standard by about $25 per month. In addition, those
whom we would anticipate being eligible with the introduction of the expanded
medical deduction and increase in standard deductions will not be, because those
changes would not be instituted. It is not clear how many of the 400,000 households
that may be eliminated are elderly, but I would recommend that such data be
examined more closely.

I would encourage the continued improvement of management in the program
and the vigorous pursuit of fraudulent recipients.

4. SOCIAL SECURITY

It is with regard to the social security benefits that the most controversy is likely
to ensue. Reducing cost-of-living adjustments instead of indexing them to wage
increases is an equitable approach, but one likely to meet with considerable resist-
ance, since the benefit was won only after long battles. Attention should be given in
this area to the various recommendations which have been made in recent months
by the Presidential Commission.

Elimination of the minimum benefit provision needs more study. It is not clear
how many will be affected, but at least some will be widows between 62 and 65 who
must have that $122 monthly to survive. If the intention of the elimination of the
minimum benefits payment is to prevent the “double-dipping” by those who have
had short periods of covered employment and long periods of coverage on social
security exempt systems, then that should be the change made. In addition, consid-
ration should be given to careful examination of the sugplemental security income
program. SSI has served as the major “safety net”’for those who have not been in
overed employment or eligible for only minimal benefits. It is appropriate to shift
he responsibility for the support of those who have not contributed to the mainte-
ance of the social security trust funds to the general fund budget. Whether or not
t is considered by some to be the Government’s welfare program for the elderly,
lind, and disabled, SSI is the appropriate program to pick up the slack in providing
or those deprived of the social security minimum benefit payment. I would support
juch efforts to help restore solvency to those trust funds.

85-441 0 - 82 - 3
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Finally, I would like to once again thank you for the opportunity to testify before
this committee. 1 do not envy any of you the responsibility which you have in
debating the merits of each of these budget proposals. I would only caution that
each cap imposed or reduction made does affect people, and your decisions should be
made with an eye to increasing flexibility, reducing the regulatory burdens, and
encouraging the limitation of administrative costs. This process would allow those
who serve our elderly to do so with minimal disruption.

Thank you.

Senator HeiNz. One of the witnesses in the second panel has to
go and appear before city council at 11:15 a.m. I am going to call
Dr. Stuart Shapiro, commissioner of the Philadelphia Health De-
partment, to testify now. He would normally have been with panel
No. 2. As soon as he has concluded—and I have discussed this with
the other witnesses—I am going to ask Miss Holliday, Mr. Thomas,
and er. Zucker, all of whom are here now, to come forward and
testify.

Dr. Shapiro, we thank you for being here. We understand your
many pressing commitments. We are honored to have you.

STATEMENT OF DR. STUART SHAPIRO, COMMISSIONER, PHILA-
DELPHIA, PA., HEALTH DEPARTMENT, ACCOMPANIED BY
ANNA BELLE WOODFIN, PHILADELPHIA HEALTH MANAGE-
MENT CORP.

Commissioner SHAPIRO. Thank you, Senator Heinz. It is a pleas:
ure to be here. [Applause.]

I am Stuart Shapiro, health commissioner for the city of Phila-
delphia, and I am here to discuss a potential public health danger
of serious consequence to all Philadelphians. Usually, I reserve this
type of discussion for specific disease problems or epidemics. In
fact, just last week I reported on the measles epidemic.

Today, however, I wish to draw your attention to a wholly differ-
ent type of threat to the health of the citizens of Philadelphia. At
present, the Congress of the United States, as we all know, is in
the midst of considering a Federal budget which, if adopted in its
present form, may radically and precipitously change the relation:
ship of the Federal Government to our cities and States and which.
if adopted, has the potential to negatively affect the health of every
elderly citizen in Philadelphia. While the process involved in the
current budget proposals make it impossible at this time to fully
explicate the exact impact of each and every budget cut, several
warning signs are already clear.

First and foremost, this budget would drastically change entitle
ments of the people of Philadelphia, making access to vital healtt
services a function of State action rather than Federal policy

Second, the amount of Federal support for a large set of health
problems vital to the people of Philadelphia will be reduced, not by
25 percent but, in fact, by 34 percent, given an inflation rate of 11
percent.

Third, the rapid and unplanned rate of these changes, if enactec
in their present form, may seriously destabilize the institutional
framework for guaranteeing the public’s health.

Before we move to a consideration of the specific cuts, let me puf
the issues in perspective. The elderly are the most rapidly growing
segment of our population. Early analysis of the census data sug:
gests that 20 percent of the population is elderly. This compares tc
less than 5 percent at the turn of the century.



This population could be described as living in a continuum of
loss: Loss of independence, loss of health, loss of mobility. Their
health problems are chronic rather than acute.

Eighty-one percent suffer some form of chronic illness. The per
capita health cost today is 3.4 times that of their younger counter-
parts. Yet, the existing system of care organized around a medical
model of acute care is institutionally biased and is not organized to
support a system which meets the rehabilitation and maintenance
needs of this population. :

The needs of the elderly require an integrative solution. The
ideal continuum of care would be constituted by an array of medi-
cal, -health, social and support services provided in a variety of
settings, including institutions, home, and community: - - -

The overall impact of the proposed budget cuts will not be t
improve the system but, rather, they have the potential to further
distort the system by removing needed health and social supports
from the marginally independent elderly, thereby forcing them
ragically into institutionalization and poverty.

In other words, not only do the cuts hurt people, they could
ultimately result in increased costs. Let’s deal with some specifics.

The medicaid cap, in combination with cuts in medicare, will
have -a serious impact on the care available to the elderly in
Philadelphia. Medicaid cuts will affect reimbursement for medical
are, may ultimately decrease cptional services upon which the
lderly are particularly dependent—drugs, eyeglasses, and hearing
1ids—and may affect the long-term care available to elderly who
become eligible for medicaid because of the exorbitant cost associat-
d with nursing home care.

Hospitals play an important role in acute care for the elderly for
vhat are acute episodes of chronic illness. The cuts in medicaid,
vhich could either increase the direct cost of care to the elderly, or
lace hospitals at risk—and it is important to point out that hospi-
als will be placed at risk through the loss of funds—will affect the
lderly’s ability to use hospitals and receive the needed services.
[he elderly today in Philadelphia account for 23 percent of all
10spital admissions and 35 percent of all days in cur hospitals.

It is, however, in the area of long-term care, especially nursing
10me care, where the elderly as a group can be most adversely
ffected by cuts in medicaid. It is the long-term care expenses that
an eat up an elderly person’s equity, thereby causing him or her
o become medically needy and eligible for medicaid.

Believe it or not, approximately 50 percent of nursing home
nedicaid patients, when they entered the nursing home, were not
n medicaid. They were driven into a level of disability-induced
overty.

There is already a shortage of nursing home beds in Philadelphia
argely attributable to low medicaid rates. Although there are cur-
ently 59 nursing homes in Philadelphia with almost 7,300 beds, it
as been shown that there are now 1,500 medicaid eligibles who
ould not find nursing home beds last year, and by 1984, it is
stimated that we need an additional 3,785 beds.

The elderly will find it difficult to procure home health care in
hiladelphia. Medicaid reimbursement for home health care is al-
eady low. It is $13 an hour, compared to an actual cost of $18. And
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medicare reimbursement is so restrictive that home health care is
practically nonexistent in Philadelphia.

An expansion of home health benefits under medicaid now ap-
pears unlikely and the liberalization of benefits which were en-
acted by the last Congress have been targeted for rescission in this
Congress.

Reduction in expenditures for home health care or other services
to the homebound elderly will add impetus to the bed shortage
because those who cannot remain at home will seek the most costly
and, to most of them, the less desirable alternative of home nurs-
ing care.

The prevalence of mental illness and emotional distress is higher
among those aged over 65 than in the general population. Up to 25
percent of older persons have been estimated to have significant
mental health problems, yet only 4 percent of the patients seen in
public outpatient mental health clinics and 2 percent of those seen
in private psychiatric offices are elderly.

As restrictive as the original medicare legislation was in regard
to flnancing ambulatory mental health treatment, inflation has
further reduced the coverage endorsed by Congress. Since 1965,
charges for psychiatric office visits have increased by almost 80
percent with no corresponding increase in the maximum outpatient
benefits.

Today’s elderly are reimbursed for less than half of the services
that they would have received a decade ago. As a result of these
restrictions, often the only option for diagnosing the problems or
treating the elderly with mental illness is to hospitalize them, and
ultimately this is more expensive.

A broad-base commission, the President’s Commission on Mental
Health, in 1978, recommended that the medicare legislation be
amended so that community mental health centers be given provid-
er status, that beneficiary coinsurance be reduced from 50 to 20
percent to conform to the coinsurance requirements for the rest of
medicare, that allowable reimbursement for outpatient treatment
be increased to at least $750 a year and that 2 days of partial
hospitalization be substituted for each day of inpatient care.

During the last session of Congress, Senator Heinz sponsored
creative and progressive legislation to accomplish these noble goals.
Senator Heinz has always been an advocate for the mental health
needs of the elderly, and I would hope that he would continue to
support these important proposals. It is so important.

In addition to the health services, the proposed budget cuts will
affect numerous programs which enable the elderly to maintain an
independent lifestyle; including programs such as social and nutri-
tional services, low-income energy assistance, food stamps, housing
subsidies, transportation, and legal services.

I am not a specialist in these programs and other witnesses will
address them today. I would just like to briefly mention energy and
the elderly. :

The elderly often live in older, less fuel-efficient houses. Forty
percent of the elderly in Philadelphia live in homes built before
1940. Seventy percent of the elderly own their own homes existing
on a median household income of $4,700.
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It is estimated that these elderly are spending in excess of 50
percent of their income on fuel costs. Because of the chronic health
problems, most elderly cannot consume less energy to reduce fuel
bills, nor can they afford to undertake expensive weatherization
measures.

A program for weatherization and low-income energy assistance
was instituted to provide relief to poor people because of oil deregu-
lation, and this program should not be cut.

In conclusion, it is my position that the proposed cuts are dys-
functional in human terms to the low-income elderly who suffer
from. the cumulative effect of cuts in service and from a lack of
systems. o o T

This will result in increased utilization of costly institutional
services and discourage alternatives to institutionalization. But
cuts in medicaid particularly affect the very fiber of the safety net
for the elderly poor.

The effect of the cuts will be to paralyze the nursing home and
home health care industries. Attempts to cut costs and reform
Government programs to support the elderly should be developed
based on rational objectives and with an understanding of the
continuum of care concept.

Otherwise, the effect will be to push the elderly toward an un-
wanted and expensive institutionalization. Although medicaid re-
imbursement rates for nursing home care may be capped, in-
creased utilization of nursing home beds caused by reduced alterna-
tive and support services, may lead to an increase in the absolute
cost of the medicaid program.

Regulation and reimbursement programs should be modified to
support a system. Demonstration projects should be encouraged.
Philadelphia is 1 of 12 sites participating in the national long-term
care channeling demonstration program, which is directed toward
developing innovative uses for medicaid, medicare, and title XX
funds to support older persons in their efforts to remain in the
community.

I hope everybody here joins me in encouraging you to support
the continued demonstration programs such as this. Additionally,
based on the administration’s interest in competition in the health
sector, which I conceptually support, I believe it would be useful
for your committee to carefully study the important work done by
the Levenson Gerontological Center at Brandeis University.

They focused attention on developing an analog to the HMO—a
personal care organization. This concept, utilizing the capitation
model, might be a creative approach for building in the economies
of a prepaid system of services to a long-term care system.

Finally, the city of Philadelphia Department of Public Health
has adopted the following active strategy in order to alleviate the
potentially serious problems that the elderly may face:

First, we will work closely with you, Senator Heinz, and with the
congressional delegation, with executive departments of the Feder-
al and State governments to be sure that changes being developed
will not seriously threaten essential health services provided to the
people of Philadelphia.

Second, the health department is joining with hospitals, nursing
homes, and other public and private providers in an attempt to
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insure that duplication of services is not only reduced but eliminat-
ed.

And, third, that the public health department is going to make
sure that its expenditures are efficient and managed in a business-
like manner in order to receive maximum impact for minimum
expenditure.

We in Philadelphia look forward to working with you in this
endeavor. To do otherwise, and to cling to the rhetoric about a
safety net is nothing less than a disservice to those who will suffer
the effects of the program cuts.

With me today is Anna Belle Woodfin of the Philadelphia Health
Management Corp., who has been a consultant to the health de-
partment on the effects of these proposals.

Thank you, Senator Heinz. [Applause.]

Senator HeiNz. There are so many questions I would like to ask
you.

Commissioner SHAPIRO. I am delighted to answer them.

Senator Heinz. Let me ask you first about the various health
block grant proposals. As you know, there is a preventive health
service block grant to be proposed. There is a health service block
grant. The preventive health service block grant consolidates 11
programs.

The health service block grant consolidates 15 programs, includ-
ing community health centers, migrant home health services, ma-
ternal and child health, hemophilia, sudden infant death, emergen-
cy medical services, mental health, and substance abuse services.

What is your feeling about the kinds of consolidations proposed?
Do you think that they can work if there are a reasonable number
of priorities and safeguards built in, or do you feel they are
unworkable?

Commissioner SHAPIRO. Surprisingly, I support the block grant
concept. I think it is very workable. I think there are some prob-
lems with what is being done. I think, first, it is moving too
quickly. I think that States are not geared up to plan and operate
programs.

Second, I think that we ought to understand that no matter how
much fat we eliminate and how much fraud we eliminate, and how
much management efficiency we do instill, the dollar amount of
cuts is going to be 66 percent of the dollars, and we are dealing
with people’s lives. There just isn’t that much fat.

Third, while I say I support the block grant concept, I think that
in the interest of local services, as a health commissioner, I would
like to administer those programs, working with hospitals, the
- HSA, providers, consumer alike.

While I think the block grants do make some sense, I don’t think
the States are geared up to handle them. How are they going to
decideZ r\;vhether Philadelphia gets X, and Harrisburg Y, and Allen-
town 21

What we have to do, I think, is look at some of the large cities
like Philadelphia and say, all right, Philadelphia, you be account-
able to us. So, instead of 50 block grants we may end up with 80
block grants around the country because I think a city like Phila-
delphia does have the capability to manage a block grant program.
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I would hope, Senator, that as this begins to move through the
process that in the interest of local control, getting to the people,
bringing the services to the people, that we could eliminate that
extra layer of bureaucracy and have the grants come directly to
Philadelphia because with 66 percent of the dollar I can do more
then if we have to go through another layer of bureaucracy at the
State.

Senator HeiNz. How do we do that?

Commissioner SHAPIRO. You write the law.

Senator HEinz. How do we get around the State?

Commissioner SHaPIRO.- It is very simple. The proposal has not

yet been submitted from the Office of Management and Budget - -

where it says that all of these programs will be grouped together
and the money will go to the States.

Senator HEinz. I didn’t phrase my question as well as I should. If
he people of Pennsylvania, through their State legislature, have
reated a department of health for the State of Pennsylvania, it
oresumably has some important functions.

I assume one of the functions that exists is to support the activi-
ies of public health officials like yourself. Why is a State health
lepartment incapable of providing the appropriate support and
serving as a conduit?

Commissioner SHAPIRO. The decisions for disbursement of funds
1dds an extra layer of bureaucracy, of forms. I want to be held
iccountable, and I have no problem being held accountable to the
State level or to the Federal level.

But the minute you put in a middle man it raises the price. It
-aises the cost.

Senator HEINz. One of the realities of State and local govern-
nent is that State government creates all local government. The
ity of Philadelphia was created, whether we like it or not, as the
mne and only first-class city under the municipal code of the State
f Pennsylvania.

I didn’t choose it to be that way. That is the way it was long
efore you or I were born. And I think you have got a serious
onceptual, and maybe even constitutional, problem.

Commissioner SHAPIRO. Not at all, Senator. Right now we receive
rants from the Federal Government every day that do not go
hrough Harrisburg. When the block grant approach is made you
ould simply establish a procedure for city grants.

There is no reason, just like under the current family planning,
naternal, and infant care, that money comes directly to the city
iealth department. At least there is no constitutional reason why
hat can’t be done in order to eliminate an extra layer of bureauc-
acy.

Senator HEINz. Here is the problem that you have to help us, as
‘ederal legislators, to address, which is, how do we know what the
ight amount of that is for Philadelphia? How do I deal with Erie,
cranton, Harrisburg, York, Lancaster, Pittsburgh, and Philadel-
hia?

Am I supposed to make the decision for each of those cities? Am

supposed to become semicommissioner of public health for the
tate of Pennsylvania?
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Commissioner SHAPIRO. The reality is, as the block grants are
developed, is to say Pennsylvania last year got $2.6 billion; let’s
take 75 percent of that and give it to Pennsylvania.

They are not going to start juggling at this point, I would guess,
between New Jersey and Pennsylvania. Then the State, which has
some more flexibility, may be able to juggle some of those moneys.

And all I am asking, as commissioner of health for the city of
Philadelphia, is make sure that I get my fair share without an
extra level of bureaucracy.

Senator HEINz. If I were in your position I would want exactly
the same thing. However, I am in my position and the difficulty is
that what you, in effect, are asking me to do, as one of two
Senators from the State of Pennsylvania, is to make allocation
decisions throughout the State.

We all pay taxes to the State, and I think we ought to demand
services from the State. One of those services I think we ought to
get are allocation decisions. There is this department of public
health for the State of Pennsylvania. I don’t know how many
thousands of people there must be in it.

I know how many people on my staff deal with health matters. I
have three. I do not have thousands. Who should be making those
allocation decisions? Me and my staff or the State health depart-
ment? )

Commissioner SHAPIRO. Even if you simply say, and I am con-
cerned about the people who are in this room——

Senator HeiNz. So am I. I am also concerned about making
intelligent decisions. [Applause.]

Commissioner SHAPIRO. Right. And I am simply saying we have
no problem with program consolidation and would love to be re-
lieved of having to deal with each of these individual proposals.

Just say to us, Philadelphia, I, as your Senator, will make sure
that you get your fair share, and that is all we are asking. And we
are disturbed that maybe we won’t get our fair share, and we turn
to you, our Senator, and say, make sure that everybody gets their
fair share and that it is done in a rational way.

Senator HEiNz. What I hear you saying, and I understand it to a
certain degree, because I know things have not always been easy, is
you don't trust Harrisburg.

Commissioner SHAPIRO. I would never say that. [Applause.]

By the way, your three health staff members have been extraor-
dinarily helpful to the Philadelphia Health Department. It is a
pleasure always to work with your staff.

Senator HeiNz. Thank you. Let me ask you one question. I know
you have to go. One last question regarding the medicaid count. It
seems to me there are a number of things that could be done if the
amount of money for medicaid was frozen. I don’t necessarily sup-
port that, by the way, but one of the proposals is to give States—
this was advocated as part of the proposals of the National Gover-
nors Association—to give the States some dozen areas of additional
flexibility so that they would have a good deal more say in what
services they had to offer and had to provide.

I am not talking about the other half of the National Governors
Association proposal that would have capped long-term care. Let’s
just leave that side for the moment. What do you think of the
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proposals for the kinds of flexibility that NGA and others have
proposed for the medicaid program?

Commissioner SHAPIRO. I am not opposed to flexibility but I
think we have to be clear. If you take $1 billion, no matter how you
slice it, no matter how much management efficiency you try to
institute, we are kidding ourselves if we do not think that a $1
billion cut is going to hurt people.

You can put in all the flexibility you want, and we can devise
ways to save a little bit here or there, but the minute we begin to
cut those kinds of dollars people are going to be hurt, and I am
delighted to work with you [applause] and I know that you are
sympathetic to these-problems but I think the reality is, no matter
what we do, problems are going to exist. B :

- Sure, we can fiddle here and we can fiddle there, and we can
work with things like prospective budgeting, shared services, and
capitation. And we should have the flexibility. But the bottom line
is that ultimately the minute we start saving money by eliminating

home health care, which would be the first thing to go—it is going .

to drive people into institutions, it is going to increase mental
illness, it is going to have so many effects.

So, a §1-billion cut is ultimately going to hurt people. [Applause.]

Senator HEiNz. There are some people who want the flexibility
so that they can exercise what is known as—this is my last ques-
tion. We will get you out of here—prudent buyer power. Do you
think that is a good idea or bad idea?

Commissioner SHAPIRO. I think the prudent buyer concept
which—do you want to explain it or would you like me to for the
people here?

Senator HEiNz. Why don’t you explain it. You are the expert.

Commissioner SHAPIRO. Right now, under medicare and medicaid
law, people have freedom of choice and there is a class of system of
care where poor people or elderly people choose their hospital and
then various rates of reimbursement are established to pay for that
hospitalization.

It has been proposed by some people that under medicare, but
more likely under medicaid, that States will be able to eliminate
the freedom of choice and allow hospitals to bid for patient care
services so we can begin to save money and build some competition
into the health care system.

A year ago I opposed that. Surprisingly—John Ratto will be
surprised to hear me say this——

Senator HeiNz. So will Eileen Barbera.

Commissioner SHAPIRO. I am not opposed to the prudent buying
concept if there are safeguards, and that is the key. We don’t want
to create a two-class system of care with medicaid mills. )

I am not convinced that we have the technology yet to move to
the prudent buyer concept under medicaid. I think it can be devel-
oped and I think in Pennsylvania we wouldn’t have a problem
because there are decent people in State government who care
about poor people facing budget restrictions but——

Senator HEiNz. They just won’t give Philadelphia the money.

Commissioner SHAPIRO. Right. But, again, I think that we have
to make sure that there are safeguards to make sure that we don’t

85-441 0 - 82 - 4
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end up with medicaid mill hospitals, which we could in some other
States which want to move to this for some very nefarious motives.

So, I do support it in concept. It is competition. I have always
supported competition in the health care sector, but we have got to
have safeguards to make sure that poor people and elderly people
are not put into dirty hospitals, are not put into hospitals with
inadequate nursing staff, with inadequate doctoring staff, and with
inadequate technicians.

I think if we can do that, I have no problem with the concept.

Senator HEiNz. Dr. Shapiro, thank you very much. We value your
testimony. [Applause.]

[The prepared statement of Dr. Shapiro follows:]

PRrREPARED STATEMENT OF DR. STUART H. SHAPIRO

I am Stuart H. Shapiro, M.D., M.P.H., health commissioner for the city of Phila-
delphia. I am here to discuss a potential public health danger of serious conse-
quences to all Philadelphians. Usually I reserve this type of discussion for specific
disease problems or epidemics. In fact just last week I reported on the threat to
public health of the increase in measles in the community.

Today, however, I wish to draw your attention to a wholly different type of threat
to the health of the citizens of Philadelphia. At present, the Congress of the United
States is in the midst of considering a Federal budget which, if adopted in its
present form, may radically and precipitously change the relationship of the Feder-
al Government to our cities and States. Central to our concern here, the Federal

_budget, if adopted, has the potential to negatively affect the health of every elderly
citizen in Phifadelphia. While the process involved in the current budget proposal
makes it impossible at this time to fully explicate the exact impact of the proposed
budget, several warning signs are already clear.

First and foremost, this budget would drastically change entitlements of the
people of Philadelphia, making access to vital health and human services a function
of State action rather than Federal policy. Second, the amount of Federal support
for a large set of health programs vital to the people of Philadelphia would be
reduced by 34 percent. Third, the rapid and unplanned rate of these changes, if
enacted in their present form, may seriously destabilize the institutional framework
for guaranteeing the public’s health. Such severe changes may seriously and nega-
tively affect the community and the voluntary nonprofit health delivery network
which is responsible for providing care to all the citizens of Philadelphia.

Our detailed analysis of the proposed Reagan budget cuts indicate that they will
adversely affect the health of the vulnerable elderly population of Philadelphia
(especially the low-income elderly and those who suffer from chronic disability)
through the cumulative effects of cuts in medicaid, health and human services
funding streams, and cuts in other programs which enable the elderly to meet their
health needs while maintaining themselves in the least restrictive environment.

Before we move to a consideration of the effects of specific cuts, I would like to
establish a conceptual framework for discussing the problems of the elderly:

(1) The elderly are the most rapidly growing segment of our population. Early
analysis of the census data for Philadelphia indicates that they may now make up
as much as 22 percent of our city’s population while at the turn of tKe century they
constituted only 4.1 percent. Equally dramatic is the fact that the 754 and 85+
population is growing at 3 times the rate of the 654+ group. An estimated 17 percent
of the noninstitutionalized elderly population in the Delaware Valley region are
functionally impaired to the degree that they require assistance in personal care,
mobility, and emotional capacity, and 15 percent live below the poverty line.

(2) This population can be described as living in a continuum of loss—loss of
independence, loss of health, and loss of mobility. Their health problems are chronic
rather than acute; 81 percent suffer some form of chronic illness and 17 percent of
them a resultant chronic disability. Their per capita health care costs are 3.4 times
that of their younger counterparts; 15 percent live on incomes at or below the
poverty level.

(3) Yet the existing system of care, organized around a medical model of acute
care, is institutionally biased and is not organized to support a system which meets
the habilitation, rehabilitation, and maintenance needs of this population.

(4) The needs of the elderly require integrative solutions. The ideal continuum of
care would be constituted by an array of medical, health/social, and support serv-
ices provided in a variety of settings including institutions, home, and community.
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(5) The overall impact of the proposed Reagan budget cuts will not be to improve
this system, but rather they will have the potential to further distort the system by
removing needed health and social supports from the marginally independent elder-
ly, thereby forcing them into early institutionalization and poverty. In other words,
not only do the cuts hurt people, they may not be cuts at all.

MEDICAID AND MEDICARE

The medicaid cap, in combination with cuts in medicare, will have a serious
impact on the care available to the elderly in Philadelphia. Medicaid cuts could
affect reimbursement for medical care, could decrease optional services upon which
the elderly are particularly dependent (i.e., drugs, eyeglasses, hearing aids, etc.), and
could affect the long-term care available to elderly who become eligible for medicaid
because of their exorbitant health care expenses.

T - - HOSPITALS

Hospitals play an important role in acute care for the elderly for what are
frequently acute episodes of chronic illness. Cuts in medicaid or medicare which
increase the cost of care to the elderly, or which place hospitals at risk through loss
of funds, will affect an elderly population who need and use more hospital services
(inpatient, outpatient, and emergency) than their younger counterparts. Nationally,
the elderly account for 23 percent of all hospital admissions and 35 percent of all
days of care in community hospitals. One in five elderly report hospitalization in a
given year; those who are hospitalized have twice the length of stay and are twice
as likely to be rehospitalized than the under 65 age group.

In addition, a continued shortage of nursing homes and home-based health and
social services strain the hospitals’ ability to appropriately discharge patients. This
increases the volume of free care which hospitals most provide and stretches their
resources even further. .

LONG-TERM CARE

It is in the area of long-term care, especially nursing home care, where the elderly
as a group can be most adversely affected by cuts in medicaid. It is long-term care
expenses that can eat up an elderly person’s equity, thereby causing him/her to
become “medically needy” and eligible for medicaid. Approximately 47 percent of
nursing home medicaid patients, for example, were not initially poor but have fallen
to a level of “disability-induced poverty.”

Medicare, the national social insurance program developed to provide health care
to the elderly, currently pays less than 40 percent of their health care costs. The
burden of health care expenditure for aged individuals, especially long-term care, is
increasingly shifting to the medicaid program. This can be clearly documented with
reference to nursing home care. In 1978, nursing home outlays accounted for little
more than 2 percent of the total medicare budget while constituting over 40 percent
of the medicaid outlays.

There is already a shortage of nursing home beds in Philadelphia, largely attrib-
utable to low medicaid reimbursement rates even with the increase last year.
Although there are currently 59 nursing homes in Philadelphia with 7,327 beds, the
HSA of southeastern Pennsylvania estimates that 1,500 medicaid eligibles could not
find nursing home beds in 1979, and that by 1984, Philadelphia will need an
additional 3,785 beds. The average cost of nursing home care in the Philadelphia
region in 1976 was $11,711 per year. On the average, however, 75 percent of the
disabled elderly had incomes of less than $7,000.

Given the percentage of the State medicaid budget spent on nursing home care, it
is difficult to see how reimbursement rates can keep up with nursing home costs. If
they do not, our experience in Philadelphia shows this will depress the nursing
home industry, making it difficult for medicaid patients to find beds.

HOME HEALTH CARE

Similarly, the elderly will find it difficult to procure home health care in Philadel-
phia. Medicaid reimbursement for home health care is so low in Pennsylvania ($13,
as compared to a cost of approximately $18 per hour) and medicare reimbursement
so restricted that home health care is practically nonexistent in Philadelphia. An
expansion of home health benefits under medicaid now appears unlikely and the
liberalization of benefits under medicare is targeted for rescission under the Reagan

lan.
P A reduction or cap on medicaid reimbursement for nursing home care will likely
continue the depression in the nursing home industry in Philadelphia, continuing
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the excessive demand on available beds and the shortage of beds, especially for
medicaid recipients. Reduction in expenditures for home health care or other serv-
ices to the homebound elderly will add impetus to this bed shortage because those
who caniiot remain at home will seek the more costly and, to most of them, the less
desirable alternative of nursing home care. .

MENTAL HEALTH CARE

The prevalence of mental illness and emotional distress is higher among those
over age 65 than in the general population. Up to 25 percent of older persons have
been estimated to have significant mental health problems. Yet only 4 percent of
patients seen in public outpatient mental health clinics and 2 percent of those seen
in private psychiatric care are elderly. )

Part of the problem is attitudinal. Too often the elderly are told, and many
believe, that adverse psychological symptoms are natural aspects of growing old.
Senility is a term loosely applied to thousands of older Americans, yet as many as
20 to 30 percent of those so labeled have specific conditions that can be diagnosed,
treated, and often reversed.

The elderly are subjected to multiple psychological stresses brought about by such
things as social isolation, grief over loss of loved ones, and fears of illness and death.
Yet there are almost no outreach efforts or inhome services in existing mental
health programs to bring them into contact with the kinds of services they need.
The personnel who are available to help them are often inadequately trained to
address their special concerns. Instead, we confine our older citizens to nursing
homes where good mental health care is seldom available.

Nowhere are the deficiencies of the medicare program more apparent today than
in the area of financing mental health care. The program has set an unfortunate
precedent in public financing efforts for the discriminatory treatment of people with
190 days over a person’s entire lifespan. In contrast, limitations for inpatient care in
general hospitals are framed in terms of each episode of illness. Not only is there a
60-day lifetime reserve, but a person is eligible for 90 days of coverage for each
episode of illness, regardless of how many times the person becomes ill.

Further, organized mental health care systems cannot qualify as providers of
outpatient services under medicare unless operated by a general hospital, while
physician-directed health care clinics, such as neighborhood health centers, can. In
addition, a patient with a physical illness pays 20 percent of the bill for outpatient
care, but the same patient with a mental illness must pay 50 percent of the bill up
to $500 and 100 percent thereafter.

As restrictive as the original medicare legislation was in regard to financing
ambulatory mental health treatment, inflation has further reduced the coverage
endorsed by Congress. Since 1965, charges for psychiatric office visits have increased
by almost 70 percent. With no corresponding increase in the maximum outpatient
benefit, today’s elderly are reimbursed for less than half of the services they would
have been able to receive a decade ago. As a result of these restrictions, often the
only option for diagnosing the problems of or treating the elderly with mental
disability is to hospitalize them.

If we are to reduce the financial barriers to mental health services for the elderly,
the discriminatory treatment of mental health services under the provisions of
medicare must be eliminated.

The broad-based President’s Commission on Mental Health in 1978 recommended
that the medicare legislation be amended so that community mental health centers
be given provider status, that beneficiary coinsurance be reduced from 50 percent to
20 percent to conform to coinsurance requirements for physical illness, that allow-
able reimbursement for outpatient treatment be increased to at least $750 per year,
and that 2 days of partial hospitalization be substituted for each day of inpatient
care.

During the last session of Congress, Senator Heinz, you sponsored creative and
progressive legislation that would accomplish these noble goals and benefit thou-
sands of elderly Philadelphians. I hope you will continue to support these important
proposals.

In addition to health services, the proposed budget cuts will affect numerous
programs which enable the elderly to maintain an independent lifestyle, including
social and nutritional services, low-income energy assistance, food stamps, housing
subsidies, transportation, and legal services. Although I am not a specialist in these
programs, and other witnesses will address these programs, I would like to focus
very briefly on three of these because of their particularly close relationship to the
health status of the elderly.
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SOCIAL SERVICES

Cuts in title XX and AoA social services and nutrition funds will reduce numer-
ous services provided either directly or through contract to the Philadelphia Corp.
on Aging (the local AoA) to support the elderly in the community. PCA estimates
conservatively that the decreases caused by cuts in title XX (not accounting for the
impact of lost CETA employees or losses from inflation) will include:

—51 less persons contacted through outreach.

—4,700 less calls answered by SARA (information and referral).

—25 fewer persons receiving protective services.

—16 fewer persons receiving foster care services.

—31 fewer persons receiving domiciliary care services in senior centers.

—1,477 fewer health screening sessions.

—. —128,000 less days of socialization/recreation programs.
—16,400 fewer hours of educational programs.. .
—28,700 fewer passenger trips in center minibuses
—8,000 fewer hours of counseling services.

Additional cuts in services to homebound elderly may also have to be made.

FOOD STAMPS

Approximately 36,000 elderly currently receive food stamps in Philadelphia be-
cause of their low-income status. A portion of these will no longer be eligible
because of the revised income standards.

LOW-INCOME ENERGY ASSISTANCE AND WEATHERIZATION

The elderly often live in older, less fuel-efficient houses—40 percent of Philadel-
phia elderly live in houses built before 1939; 70 percent of elderly Philadelphians
own their own homes, existing on a median household income of $4,700. It is
estimated that these elderly are spending in excess of 50 percent of their income on
fuel costs. The price of oil has risen 410 percent since 1973, the price of gas 160
percent.

A 34-percent cut in low-income energy assistance will severely affect lower income
elderly. Approximately 18,000 have received energy assistance (30 percent of fuel
bill) by February of this year in Philadelphia. In addition, the weatherization
program which may be folded into the community development block grant has a
waitgng list of over 4,000 in Philadelphia (applications have not been taken in over a
year).

Because of chronic health problems, most elderly cannot consume less energy to
reduce fuel bills nor can they afford to undertake weatherization measures. This
program which was instituted to provide relief to poor people because of oil deregu-
lation should not be cut.

SUMMARY

Although the proposed administration budget has supposedly insulated the elder-
ly from major budgetary reductions, the changes discussed may have long-term
effects upon the service systems for the elderly.

It is our position that the proposed cuts are dysfunctional both in human terms to
the low-income elderly who suffer from the cumulative effects of cuts in service and
from a systems approach in that the ultimate result may be to increase the utiliza-
tion of costly institutional services and to discourage alternatives to
institutionalization.

Cuts in medicaid particularly affect the very fiber of the safety net for the elderly
poor. The effect of cuts will be to paralyze the nursing home and home health care
industries. In conjunction with reductions in home and community-based services
for approximately 30,000 persons caused by reductions in social services dollars
(which enable the elderly to maintain themselves in less restrictive and less costly
living arrangments), this will result in increased suffering and earlier
institutionalization for Philadelphia’s seniors.

Some elderly do require institutional care and when that happens they should be
able to find quality care. This is especially true for long-term nursing home care
which often serves as an elderly person’s last home as well as a place where medical
care is provided.

However, given that most elderly choose to avoid this type of institutionalization
and that it is frequently not the most cost-effective method of care, it does not make
sense to remove the supports which enable the elderly to remain in their homes and
communities.
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Attempts to cut costs and reform Government programs to support the elderly
should be developed based on rational objectives and with an understanding of the
continuum of care concept. Otherwise, the effect will be to push the elderly toward
unwanted and expensive institutionalization. Although medicaid reimbursement
rates for nursing home care may be capped, increased utilization of nursing home
beds, caused by reduced alternative and supportive services, may lead to an increase
in the absolute cost in the medicaid program.

A long-term care system to support the needs of the elderly in a cost-effective
manner would increase support for services to enable the elderly and their families
to maintain residence in their homes (i.e. respite care, day care, home health,
homemaker, chore, nutrition, and transportation services). In addition, it would
build support for the elderly in personal care and congregate living settings and
encourage the use of ambulatory health and mental health services.

Programs for integrating financing that would allow States to better coordinate
the use of titles XVIII, XIX, AND XX funds should be expanded. In addition, it is
important to build on the experience gained in Georgia and other States which have
implemented demonstration programs with the benefit of waivers, but have not
been able to apply this experience following the demonstration because of regula-
tory restrictions.

Regulation and reimbursement programs should support this system, and re-
search and demonstration projects should not be cut from AoA. There is a sufficient
body of knowledge about the elderly and their special needs which can be used to
develop a system. Philadelphia is 1 of 12 sites participating in the national long-
term care channeling demonstration, which is directed toward developing innova-
tive uses for medicaid, medicare, and title XX funds to support older persons in
their efforts to remain in the community. Philadelphia Corp. for the Aging is the
recipient of this major grant and is in the process of developing and expanded case
management and service delivery strategy for the most vulnerable elderly. The
projected reduction of funds for demonstations could undercut the effectiveness of
our efforts. Given the shrinking medicaid and title XX funds, the potential for this
program to accomplish major changes in State medicaid and social service policies
may be severely hampered. We hope you will support continued demonstration
programs such as this, which ultimately will help restructure the medical and social
service system for the elderly. Not only is this “‘good medicine” but it is good social
and economic policy with the potential fo save billions of dollars.
~ Additionally, based on the administration’s interest in competition in the health
sector, which we conceptually support, I believe it would be useful for your commit-
tee to carefully study the important work done by the Levenson Gerontological
Center at Brandeis University. They have focused attention on developing an analog
to the HMO—a personal care organization. This concept, utilizing the capitation
model, might be a creative approach for building in the economies of prepaid
systems of services to a long-term care system. ’

. In order to help alleviate the potentially serious problems that the elderly may
face, the city of Philadelphia Department of Public Health has adopted the follow-
ing active strategy:

First, we will work closely with the congressional delegation of Philadelphia, with
the Pennsylvania State Legislature, and with executive departments of the Federal
and State governments to assure that the changes being developed do not seriously
threaten the essential health services provided to the people of Philadelphia.

Second, the Health Department is joining with hospitals, nursing homes, and
other public and private providers in an attempt to assure that duplication of
services is not only reduced—but eliminated and that the limited public as well as
private health dollars are spent efficiently.

Third, I wish to take this opportunity to pledge that the Philadelphia Department
of Public Health will develop programs which earn the public’s trust by the efficient
expenditure of public funds, by the businesslike management of its programs in
order to achieve maximum impact for minimum expenditure, and by an active
effort to eliminate waste. :

It is with this three-pronged effort of working with other levels of government and
the private sector, plus improving our own programs, that we feel we can best serve
the critical health needs of the people of Philadelphia and prevent, or at least
minimize, the negative impact of the current budget proposal.

We in Philadelphia look forward to working with you in this endeavor. To do
otherwise and cling to rhetoric about a “safety net” is nothing less than a disservice
to those who will suffer the effects of the program cuts.

Thank you.
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Senator HEiNz. I understand that there are some Spanish-speak-
ing elderly in the audience. If there is someone who is bilingual
who would like to do a simultaneous translation in the area where
they are seated, that would be quite valuable.

Buenos dias a ustedes. We will find out where they are. [Ap-
plause.]

Gracias.

Now, we have three real experts with us. [Applause.]

I would be very surprised if you didn’t know Lillian Holliday.
[Applause.]

---Jack Zucker, in the middle, from the Gray Panthers. [Applause.]

John Thomas, chairman, board of directors of the -NRTA. [Ap- .
plause.]

b Mr. THomas. May I also say that I am a Philadelphian and I live
ere. :

Senator Heinz. Indeed. As a matter of fact, to the best of my
knowledge, all three of you are Philadelphians and you live here,
unless you have moved out lately. . :

I might also just say, I am going to ask Lillian Holliday to be our
first witness, I was proud and pleased to be able to appoint as my
sole delegate to the White House Conference on Aging this fall
none other than your president of the Action Alliance, Lillian
Holliday. [Applause.]

I only wish I had more appointments so I.could have appointed
even more fine people like Miss Holliday. One was all I got.

Lillian, may I ask you to be our leadoff witness?

STATEMENT OF LILLIAN HOLLIDAY, PRESIDENT, ACTION
ALLIANCE OF PHILADELPHIA, PA.

Ms. HoLLipay. Thank you, Senator, for your kind remarks.

Senator Heinz, members of the Special Committee on Aging,
ladies and gentlemen, Action Alliance of Senior Citizens of Greater
Philadelphia is a coalition of 270 organizations with a membership
of 50,000 senior citizens of all ethnic backgrounds.

We are here today to speak out against the devastation and
havoc imposed on 26 million elderly in America. Senator Cranston
of California said:

The passage of the President’s cuts is a costly victory for the Nation and a cruel

abandonment of America’s commitment, indeed America’s obligation to help those
most in need.

Some 125,000 households of elderly will be forced out of the food
stamp program; 900,000 others could receive reduced benefits
under a proposed formula.

The 187,000 older people will lose free legal service and seven
Community Legal Service offices will be closed in Philadelphia.
Everyone is concerned about the violent street crime against the
elderly and we have organized a victim assistance program here
through the Action Alliance.

But there is another type of crime against the elderly, and often
we are the first to be called, and not the police. It is economic
crime. Each day we refer people to legal services; problems with
landlords, with stores, with someone forging another’s signature
and that person loses their property through sheriff's sales as a
result.
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Your committee knows of the economic crime against the elderly
by bootleg boarding homes who confiscate possessions and checks
and warehouse people. If you take away legal service for the poor,
as the President proposes, you will condemn the elderly poor to a
life of living hell.

I am submitting to you in our formal testimony, 18 case stories!
of legal assistance to elderly people. Many of these cases and
hundreds like them are referred to Community Legal Services by
Action Alliance. We are prepared to go to bat, fighting to our last
breath for the full funding of these services; 3.1 million people
receiving minimum social security will get smaller checks and
some will subsist only on supplemental security income. Communi-
ty care services, which many depend on, such as homemakers
service, meals-on-wheels for the shut-ins, and all the programs in
title XVIII medicare, title XIX medlcald and title XX social serv-
ices, will be reduced 25 percent before inflation and then left to the
States to deliver the services with no previous thought or planning
as to the serious disruption in people’s lives such measures will
bring.

These services and the centers through which they are provided
are the focal points of the communities they serve. They serve hot
meals 5 days a week, carry the handicapped elderly to medical
appointments, and serve as a gathering spot for those who have
lost friends, family, and loved ones.

Centers are a good gathering place and keep many people alive
given the high suicide rate among us just from the pressures of
trying to survive. Don’t cut services in these beacons of hope.

Mr. Reagan asked for an alternative in his February speech to
the Nation. And I remember saying, “Give us an alternate.” And I
rclzmemﬁ)er that charity starts at home and spreads abroad. [Ap-
plause.

This is the American way. I remember from my school history
that someone once said, when told there was no bread for the poor
to eat, “Let them eat cake.” We ask you, must history repeat itself?

The U.S. Government has thrown 3,100 people out of work in
Philadelphia. Many of these people were paying for the welfare
roles. I am referring to the CETA public service employment jobs.

I met a man last week who had received a certificate of merit to
ease the letdown of having lost his job. These men and women
drive our vans at our centers, deliver meals to the homebound
elfct}e;'ly, and take infirm elderly to medical, social, and business
affairs

Imagme a certificate of merit and no job. What a crushing blow
tol?ne s dignity. A crust of bread is sweet when you earn it your-
se

Drew Lewis, Secretary of Transportation, announced the end of
Federal operating subsidies for mass transit. What transportation?
Rural people have very little, and urban people are often v1ct1ms- of
systems that do not operate.

I want to insert something here that actually happened today. I
started out 8 o’clock to be here at 9 this morning. We were riding
along pretty good on the C bus, because it brings me almost to the
door, when at Broad and Columbia Avenue we all had to get out.

! Retained in committee files.
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No taxis in sight. I was going to bring the Spanish people with
me in cabs and charge it to Action Alliance, but there was no
axicabs in sight. So we went down into the subway. Some of them
vere afraid but they took up the courage and went.

One little lady was left behind because she would not go down in
he subway, and we in Philadelphia know why we will not go down
n that subway. [Applause.]

Senator HEinz. Lillian, may I interrupt you to say that you have
ust blown your cover as the “phantom rider.” [Laughter.]

Ms. HoLLipay. Action Alliance supported the Transport Workers
Union- Local 234 in the recent strike against SEPTA because we
<new that the union was fighting to keep fares down and services
‘unning in the neighborhoods during the midday hours.

The strike harmed us but we endured it for a greater good, to
oreserve our daytime service. I was one of a group of 15 Philadel-
hia leaders who lobbied in Washington for increased funding for
SEPTA from UMTA. Now the subsidy of $4.8 million will be taken
away, and elderly in neighborhoods will be the first to suffer.

The decontrol of oil has sent the prices up over 60 percent from
ast year. The administration plans further administrative deregu-
ation of natural gas while at the same time proposes to end the
nergy assistance grants against the elderly poor. Where is the
ompassion in that measure? Must we be forced to choose between
1eat and eat?

What else is to be taken away? In housing we will lose funds for
rrants and loans for home repairs. We will lose funds for weatheri-
ation. Many of us will be forced to pay higher rent in 202 and
ection 8 housing; 50,000 additional units of housing for the elderly
vill be lost. This, after Nixon’s moratorium and the pressures of
ondominium conversion makes the future look bleak. Cuts in the
realth field will reduce medicaid benefits, reducing nursing home
eds and long-term care for the elderly.

Reciting all the bad impact on our lives makes me depressed and
ingry. Representative Claude Pepper said, “The budget cuts will
inance a multibillion dollar tax transfer to the rich at the expense
f the middle class, poor, and very poor.” [Applause.]

Senator, we cannot and will not sit by and watch anybody vote
gainst the gains we have struggled for so hard. This budget issue,
vhether we live with some means, protection, and dignity, or get
icked in the teeth, is the most single important issue, period.

We are forcefully going to oppose those who vote against our
nterest. We have lived on the road long enough to know the truth
rom fairy tale and we know the big lie when we hear it. We resent
he propaganda which this administration is advancing that these
uts will not harm the elderly.

That is an out and out distortion and an insult to our intelli-
ence [applause] and we resent it. Senator Heinz, when you return
o Washington, please tell Mr. Reagan he has serious problems
ere in Philadelphia. [Applause.]

Senator Heinz, you have been our good friend, and I can attest to
hat. You have come when we requested. You have sat and listened
o us many times. You have talked with us quietly. You have
ddressed our convention last year, and your offices have given us
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excellent service. Now we need you in a most special way. [Ap-
plause.]

We need you to become our outspoken champion. We need you to
rise above all the rest and lead our cause, lead the cause of our
working sons and daughters, lead the cause of our grandchildren.

We could have said much more about the dire effects of the
budget on public education, and special education for the handi-
capped and disabled. I want to insert something else in here I
found out, that 95,000 Hispanic children will lose the bilingual
classes, and 25,000 teachers who will teach them will lose their
jobs.

We could have said so much more about need for jobs and for
measures to keep the younger generation from turning to crime
and violence in which we are the most harmed victims. Right now,
Senator, we need you in the worst way to become our outspoken
leader against the madness. Please, Senator Heinz, champion our
cause.

Thank you. [Applause.]

Senator HEINz. Lillian, I am going to withold comment on that.
But all I will say is, now you know why she is a president and I am
not. [Applause.] :

[The prepared statement of Ms. Holliday follows:]

PREPARED STATEMENT OF LiLLIAN HoLLIDAY

Senator Heinz, honorable members of the Senate Special Committee on Aging,
and ladies and gentlemen, I am Lillian Holliday, president of the Action Alliance of
Senior Citizens of Greater Philadelphia, located at 401 North Broad Street, Philadel-
phia, Pa. We welcome you to our city, of which we are quite proud. We are grateful
to our good friend, Senator Heinz, for responding favorably to our request that these
committee hearings be moved from Washington, so that grassroots elderly would
have the opportunity to speak out about their primary concerns.

The Action Alliance is a coalition of 270 senior citizen clubs and organizations in
the Philadelphia area, whcse purpose is to advance and promote the welfare of older
people. We use direct action, mass lobbying, and negotiation to press our point of
view. We are self-funding and self-governing, independent, and nonpartisan. We
conduct programs of information and research, we organize in response to the crises
before us, we provide victim assistance to elderly crime victims through a network
of volunteers who are recruited and trained by our staff. Except for 2 brief years in
which we employed VISTA outreach workers, we have not taken Government funds.
We raise our own money from memberships, fees, and fundraisers. Local founda-
tions support the special programs of our research and education program. We are
proud to be full participants in the civic life of our city, State, and Nation. We are
privileged in this Great Democracy to make strong statements here today in dis-
agreement with the direction in which the Reagan administration is leading our
country.

Today, we wish to inform you that we are not misled by statements of the Reagan
administration that:

—Blame inflation on the social welfare and economic maintenance programs of

Government.

—Assure us that the private sector will create more jobs with increased profits.

—Infer that private charities will take care of gaps in social and economic welfare

programs caused by the budget cuts.

—Tell us that low-income people and working people will enjoy real benefits from

reduced income taxes; and

—That assures us that the elderly will not be harmed.

We call these assertions “big lies” because they are so preposterously untrue, but
yet so boldly and repeatedly asserted that people are lulled into the notion that the
must contain some grain of truth. The object of the big lies is to divert the Nation's
attention from the real purpose of the budget cuts, which is to enrich the rich,
further depress the middle class who will now bear the burden of increased local
taxes and costs of services, and to cast out the poor.
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President Reagan has not talked with the private charities; he has not delivered
promises of investments in jobs from his friends in the oil companies who rushed
with big donations to redecorate the White House; he has not presented documen-
tary evidence of what causes inflation; he has not prepared State and local govern-
nllgntl for the super block grant programs; and he has lied about the impact on the
elderly.

We offer this formal testimony in full expectation that the Senate Special Com-
mittee on Aging will become leading advocates for restoring all the programs which
the President seeks to cut and eliminate. We are not going to be pacified by half-
way measures or weak promises. We will not be satisfied with any of the Reagan
cuts as the following information will attest.

Let's look first at the big lie that Government spending is the cause of inflation;
that the so-called expensive social programs are the cause of this economic mess

- -we're in. The facts point otherwise. We excerpt! the following analysis from the
March 1981 issue of “Monitor,” published by the Center for Community Change in
Washington, D.C. h

We conclude that the inflation argument advanced by President Reagan is a cover
for a hard-line conservative determination to punish the victims of social and
economic injustice. This is the dark side of the far right in America asserting itself
in ways that harm people.

Let’s look at the big lie concerning promised jobs through supply-side economics.
The theory is if we cut taxes for the rich and corporations, and permit them
increased profits, these savings and profits will be reinvested in the economy in
ways that produce employment.

What a bitter pill we have swallowed as we review recent economic history in this
regard. We are forced to ask, where is the proof that jobs will be created?

We look at the oil companies for example to see if this pattern is true. The
American oil companies earned 30 percent of all the profits earned in America last
year. No wonder they're so friendly with Reagan. But have they produced jobs?

Sun Oil Co. here in our region is laying off people from work. They are shutting
down their new ship construction in Chester at the Sun Ship Co., and putting 3,100
men and women out of work. Why? Because of poor management. They have a fine
plant and good workers and Government contracts and a backlog of orders. But they
haven’t been able to manage the plant properly, so out go the Jobs. And, we've just
heard that they’re selling their refinery in Texas, cutting back on the very business
they are known for. Sun isn’t creating new jobs, they’re shutting down old ones; and
tried to invest their profits in another company that manufactured hospital and
health equipment. But that takeover attempt was blatantly illegal and they were
forced to divest.

Or, we turn our attention to another large oil company. What do they do with
their profits? We see that Rawleigh Warner, Jr., chairman of Mobil, paid himself
the obscene sum of $1.48 million salary and bonuses last year and that his buddy
William P. Tavoulareas, president of Mobil, earned $1.31 million. What did these
two gentlemen do for us in Philadelphia? They put 110 paperworkers out of work in
our Manayunk neighborhood, workers at Container Corp. of America’s folding box
division who averaged over 25 years of service. When they were closing the Man-
ayunk plant, they were opening a new plant out in the rural area of Chester County
in a new industrial park, but they were not telling anybody about that.

Everyone knows that Mobil used their excess oil profits to purchase Marcor and
thereby came to own all of Montgomery Ward’s and all of Container Corp. of
America. When Montgomery Ward bought into the failing Two Guys stores, by way
of their subsidiary called Jefferson Wards, they did not rehire the clerks who had
lost their jobs at Two Guys. Jefferson Ward is nonunion.

Therefore, without factual data, or better still, without solid commitments that
profits will be invested in jobs-producing enterprises, why should we be expected to
swallow the loss of CETA PSE jobs and the loss of 75 percent of unemployment
compensation? .

As to the inference that private sector charities ¢an increase their programs to
cover the gaps that will be created by the President’s budget, has anyone asked
them? Has this committee or any committee of Congress requested testimony from
many of the private foundations to get their reactions to the impact of the cuts and
whether they will be able to fill the gaps? Has anyone asked the Fords and
Rockefellers, the Pews and Haases, and the Heinzes of Pittsburgh? Our point is this:
If the cuts are passed, the needs will not go away. In fact, they will worsen because
crisis feeds upon itself unless measures are taken to stop it.

1 Retained in the committee files.
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Simply put, we believe the assertion that all will be well, that we must tighten
belts, and no harm will befall the poor, is just hollow verbiage in the absence of any
factual data to support it.

There was a brief period of time when the tax cut aspects of the Reagan budget
were being highly touted. Now they are muted somewhat because it is silly to try to
sell tax cuts to senior citizens whose income is low to begin with. It is transparent
now to the low- and moderate-income citizens that they will indeed pay new taxes to
support reductions in Federal expenditures for local programs and they will suffer
the loss of needed Government services. It has gradually become apparent that the
tax cut aspect of the Reagan budget will only serve to enrich the rich.

Finally, we address you on the biggest lie of all: The propaganda that the Reagan
budget will not harm the elderly. We now submit our analysis of how these cuts will
absolutely harm older adults in Philadelphia, focusing on four main categories:

1. INCOME

An estimated 3.6 million senior citizens in the United States live below the
poverty level. In Philadelphia, an estimated 23 percent of the elderly population, or
77,000 senior adults, live in poverty. This includes some 46,000 supplemental secu-
rity income recipients who are maintained in poverty by inadequate Government
grants. As of 1975, the median income for single persons 65 and older in Philadel-
phia was $3,000; for households headed by persons 65+, it was $4,900. The result of
these insufficient incomes is simple—many senior citizens must choose between the
necessities of life, making the often-cited choice between heating and eating a daily
reality. And the consequences of that reality are clear: Medical authorities warn of
increasing hypothermia among the elderly, and an estimated 35 percent of the
elderly in Philadelphia live on diets that are nutritionally inadequate. -

Many proposed cutbacks will worsen this already bieak situation. First and most
symbolic, is the elimination of the $122 per month minimum social security pay-
ment now received by 3.1 million older Americans. Only a fracton of those receiving
the minimum benefit are the Government retirees the President refers to. The
majority of the recipients are women—often very elderly widows or unmarried
women who worked part-time or in low-wage jobs. Many depend on the minimum
payment for the bulk of their income. Stripping these recipients of benefits they
now receive is a cruel and unprecedented step. The administration says that the
truly needy can get SSI. In fact, the administration knows that most will not apply
for SSI—according to its own statistics, only 25 percent of those eligible will apply.
The remaining 75 percent will prefer to starve than to give up their pride and
accept what they view as welfare. For a net saving of just $800 million (due to the
increases in SSI and verification employees), the President proposes to strip low-
income elderly of what many feel is their one remaining possession—their dignity.

At the same time, the cuts in minimum benefits are a dreaded symbol for many
senior citizens. By establishing a precedent for stripping whole classes or recipients
of benefits already received, it opens the door for further, more drastic cuts. It is
clear from the historical comments by President Reagan, and from current com-
ments by Mr. Stockman, that wholesale attacks to reduce the cost-of-living adjust-
ment, to raise the retirement age, or even to make the entire system voluntary, will
not be far behind.

The 14 percent cut in the food stamp program will also harm more than 1 million
elderly citizens. In the Philadelphia area alone, this will reduce aid to the poor and
near-poor by $22 million. The impact of this cut will fall heavily on senior citizens
already suffering from poor diets. Many seniors will be cut by the reduction of the
medical expenses deduction; many more will be eliminated by the gross income
eligibility standard that would deny people aid no matter how low their disposable
income is simply because their gross income exeeded a certain arbitrary standard.
Finally, thousands of senior citizens would be cut back in the future by the proposed
freeze on the standard and shelter deductions—for even though their disposable
income may plummet due to inflation, their stamp allocation will not be adjusted.

A third attack on the wallets of the elderly is the proposed elimination of the low-
income energy assistance program. In the city of Philadelphia, as of January 31,
1981, 50,000 people, including 16,000 senior citizens had benefited from this pro-
gram, receiving $10.6 million in assistance. Energy costs for many of these people
often totaled $300 to $400 a month, and that is at current prices. In the Philadel-
phia area, energy prices have increased 66 percent in the past two years. But in the
month of January 1981 alone, the price of oil jumped almost 9 percent due to
decontrol. Decontrol of oil and the eventual decontrol of natural gas prices guaran-
tee higher and higher energy costs for all consumers. In the face of such skyrocket-
ing costs, reduction or elimination of the energy assistance program will guarantee
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increased hypothermia—and will increase other health problems as well, as seniors
cut back on food and medicines to pay fuel bills.

Still other cuts will have an incgrect but serious effect on senior citizens, raising
the taxes and fares they must pay. The proposed elimination of mass transit
operating subsidies will guarantee higher fares—according to SEPTA, as much as a
40-cent increase. The $35-million cut in Federal aid to the Philadelphia School
District on top of proposed State cuts will likely force an increase in property taxes.
For many elderly homeowners, the situtation is already critical. One woman in
south Philadelphia with an income of $7,500 saw her taxes jump from $800 in 1980
to $1,340 in 1981 due to a reassessment. Increased taxes and fees, comb